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(2) 

(3) 

(4) 

The leasecost is allowable for Medicaidreimbursement 


purposes. 


Theleaseagreement includes provisions which allow for . 


the assignment. 


All provisions (terms, payment rates, etc.) of the lease 


agreement remained unchanged (only
the lessee changes). 

When the assumed lease contractin effect on September 30, 1985, 

expires, including only optionsto renew which wereexercised 

prior to October 1, 1985, reimbursement forlease costs and other 

property costs shallbe based on a FRVS for the facility per Section 

V.E. 1.a.-g. of this plan. 

3. Basis for depreciation andcalculation: 

a. 	 cost. 

Historical cost of long-term care facilities shall be the basis for 

calculating depreciation asan allowable cost, exceptas provided 

by 3b. and 6.  below. All provisions of the Medicare(Title XVIII) 

Principles of Reimbursement and HCFA-PUB.15-1 (1993) 

regarding asset cost findingshall be followed. 

b. 	 Change in ownership of depreciable assets. For purposes of this 

plan, a change in ownershipof assets occurs whenunrelated 

parties: purchase the depreciableassets of the facility; or purchase 

100 percent of the stock of the facility and within 1year merge the 

purchased facility intoan existing corporate structure or liquidate 

the purchased corporationand create a newcorporation to operate 

as the provider. In acase in which a change in ownership of a 

provider's or the lessor's depreciable assets occurs, and if a bona 
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fide sale is established, the basis for depreciation shall be the lower 

Of 


1) 	 The fair market value of the depreciable facility as defined 

by 42 CFR 4 13.134 (1 998)and determined by an appraiser 

who meets therequirements of Section 59A-4.103 (6)(I) 9. 

b. Florida Administrative Code; 

2) 	 The allowable acquisition cost of the assets to the owner of 

record on July 18, 1984, for facilitiesoperating on that date, 

or the first owner ofrecord for facilities that begin 

operation after July 18, 1984; or 

3) The acquisition cost of such assets to the newowner. 

Example 1: An owner, who is the owner of record on July 

18, 1984, has a facility with a historical depreciable basis of 

$500,000.00. A new owner purchases the facility for 

$1,000,000.00. The new owner's basis for depreciation is 

the lesser of the two, or $500,000.00. 

Example 2: An owner, who is theowner of record on July 

18, 1984, has a facility with a historical depreciable basis of 

$500,000.00. A new owner purchases the facility for 

$300,000.00. The new owner's basis for depreciation is the 

lesser of thetwo, or $300,000.00. 

4. 	 Limitation on interest expense for property-related debt and on return on 

equity or use allowance. At a change of ownership on orafter July 18, 

1984, the interest cost and return on equity or useallowance to the new' 

owner shall be limited by the allowablebasis for depreciation as defined 

per 3.b. above. The new owner shall be allowed the lesser of actual costs 

or interest cost and return on equity cost oruse allowance in amounts that 
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would have occurred based on the allowabledepreciable basis of the 

assets. These limited amounts shallbe determined as follows: 

a. 	 The portion of theequitybalancethat represents the owner's 

investment inthe capital assets shall be limited for purposes of 

calculating a return on equity or use allowance to the total amount 

allowed as depreciable basis for thoseassets as per 3.b. above. 

b. 	 The amount of interest cost due to debt financing of the capital 

assets shall be limited to the amountcalculated on the remainder of 

the allowable depreciable basis after reducingthat allowable basis 

by the amount allowed for equity ina. above. The new owner's 

current terms of financing shall be usedfor purposes of this 

provision. 

Example 1: The first owner of recordafter July 18, 1984 has an 

acquisition cost of $600,000.00. The new owner pays 

$1,000,000.00 for the facility, makesa down payment of 

$200,000.00 and finances $800,000.00at 15 percent for 25 years. 

The basis for depreciation to the newowner is $600,000.00, and 

the disallowed portion of the depreciablebasis is $400,000.00. 

Therefore, the allowable equityattributable to investment in the 

capital assets is $200,000.00, and interest cost allowed shall be 

computed on $400,000.00($600,000.00 minus $200,000.00) at 15 

percent over 25 years. 

Example 2: If the new owner above hadmade a down payment of 

$700,000.00 and financed $300,000.00,the allowable equity would 

be $600,000.00, and no interest costwould be allowed. 

5. 	 Costs attributable to the negotiation or settlement of a sale or purchase of a 

facility occurring on or after July 18, 1984shall not be considered 
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allowable costs for Medicaidreimbursement purposes to the extent that 

such costs were previously reimbursedfor that facility under a former 

owner. Such costs include legal fees,accounting fees,.administrative 

costs, travel costs, andcosts of feasibility studies, but do not include costs 

of tangible assets, financing costs, or other soft costs. 

6.  	 Capital costs whichrequire certificate of need(CON) approval shall be 

allowed for reimbursementpurposes only if the capital expenditure 

receives approval fromthe CON ofice. All cost overruns which require 

CON approval mustalso be approved in order to qualify for 

reimbursement. This section will apply to all providers with Medicaid 

certification effectiveon or after July 1, 1991. 

New Facility Cost 

CON Approval 

Medicaid Allowable Cost 

ReimbursableCost 

Example 1 

$3.0 Million 

$2.8 Million 

$2.5 Million 

$2.5 Million 

Example 2 

$4.0 Million 

$3.0 Million 

$3.5 Million 

$3.0 Million 

Total capital expenditures whichare greater than the total amount 

approved by CON shall notbe recognized for reimbursement purposes. In 

the example above,the reimbursable cost which is considered in rate 

calculations, is the lowerof the new facility cost, CON approval, or the 

Medicaid allowable cost. 

H. Recapture of depreciationresulting from sale of assets. 

1. 	 The sale of depreciableassets, or substantial portion thereof, at a price in 

excess of the costof the property as reduced by accumulated depreciation, 

resulting in a gainon sale, and calculated in accordance with Medicare 

(Title XVIII) Principlesof Reimbursement, indicates the fact that 

-17-




Long Term Care Version XVIII 

depreciation usedfor the purpose of computing allowable costs was 


greater thanthe actual economic depreciation. The amount of the 


recapture applicable to payments made to facilities prior toreimbursement­


under the FRVS shall be determined as follows: 


(a) The gross recapture amount shall be the lesser of the actual gain on 


the sale allocated to the periods during which depreciation was 

paid or the accumulated depreciation after the effective date of 

January 1, 1972 and prior to the implementation of payments based 

on FRVS to the facility. The gross recapture shall be reduced by 

11.00 percent for each month in excess of 48 months' participation 

in the Medicaid program. Additional beds and other related 

depreciable assets put into service after April 1, 1983 shall be 

subject to the same 12 1/3year depreciation recapture phaseout 

schedule beginning at the time the additional beds are put into 

service. The gross recapture amount related to the additional beds 

shall bereduced by 11.00 percent for each month inexcess of 48 

months' participation in the Medicaid program subsequent to the 

date the additional beds were put into service. To determine the 

amount of gain associated with additional beds, theportion of the 

sale price associated with all depreciable assets shall beallocated 

to the older and new portions of a facility as follows: For each part 

of the facility, determine the proportion of beds to the facility's 

total number of beds. Multiply the proportion of beds in that part 

of the facility by the salesprice. The result is the portion of the 

sales price allocable to thatpart of thefacility. 

Example: 


SalePrice: $6,000,000 
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Older Portion of facility: 

Number of beds = 60 

Newer portion of facility: 

Number of beds = 120 

Allocation to older portion: (60/180)x 6,000,000 = $2,000,000 

Allocation to new portion: (120/180) x 6,000,000 = $4,000,000 

Sale Price $6,000,000 

(b) The adjusted gross recapture amounts as determined in (a) above 

shall be allocatedfor fiscal periods from January 1,1972, through 

the earlier of the date of sale, or the implementation of payments 

based on the FRVS for the facility. The adjusted gross recapture 

amounts shall be allocatedto each fiscal period in thesame ratio as 

depreciation amounts claimed for the respective portions of the 

facility. Allowable costs shall be computed for each period after 

depreciation recapture. The recomputed allowable costs shall be 

used to determine ifthere should be an adjustment to the payment 

rate, and anyresulting overpayment shall be recovered. 

(c) The net recapture overpayment amount, if any, so determined in 

(b) above shall be paidby the former owners to the State. If the net 

recapture amountis not paid bythe former owner, in total or part, 

the amount not paidshall be deducted from the future payments by 

AHCA to the buyer until netrecapture has been received. AHCA 

shall grant terms of extended payment when the factsand 

circumstancesof the unrecovered recapture from the seller justify 

the extension. 

2.Depreciationrecapture resulting from leasing facility or withdrawing from 

Medicaid program. In cases where an owner-operator withdraws from the 
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Medicaid program as the provider, but does not sell the facility, the 

depreciation paidby Medicaid to the owner during the time he wasthe 

Medicaid provider shall be subject to thedepreciation recapture provisions. 

of this plan when the owner sells the facility. This includes cases where 

an owner-provider leases a facility to another unrelated, licensed operator 

after having operated the facility as a licensed Medicaid provider. After 

April 1, 1983, all owner-providers that withdraw from the Medicaid 

program shall be required to sign a contract with the Agency creatingan 

equitable lien on the owner's nursing home assets. This lien shall be filed 

by the Agency with the clerk of the Circuit Court in the Judicial Circuit 

within which the nursing home is located. The contract shall specify the 

method forcomputing depreciation recapture, in accordance with the 

provisions of this plan, and the contract shall state that such recapture so 

determined shall be due tothe Agency upon sale of the facility. In the 

event thatan owner-provider withdraws from the Medicaid program, the 

reduction inthe gross depreciation recapture amount calculated in Section 

111. H.1.(a) above shall be computed using only the number of consecutive 

months that the facility is used to serve Medicaid recipients. EXAMPLE: 

An owner-operator participates in Medicaid for 60 months. He then 

withdraws from the Medicaid program and leases the facility to a new 

operator, who enters the Medicaid program as a new provider and 

participates for 24 months. At the end of the 24 months, the lessee 

withdraws from the Medicaid program and operates the facility for another 

5 years, after which the owner sells the facility. The gross recapture 

amount owedby the ownershall be computed using the amount of 

depreciation claimed by theowner and allowed by Medicaid during the 60 

months that he was theprovider. The reduction in the gross recapture 
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1. 

J. 

amount will be(60+24 - 48)months times 11.00 percent. If a provider 

fails to sign and return the contract tothe Agency, the newlicense for the 

prospective operator of the facility shallnot be approved. 

Recapture of property cost indexing above the FRVS base paid underthe fair 

rental value method. 

1. 	 Reimbursement due to indexing paid under the FRVS shall be defined as 

the accumulated reimbursement paid dueto the difference betweenthe 

FRVS rates paid and the initial FRVSrate established for the facility. 

2. 	 Upon sale of assets recapture of reimbursement due to indexing under 

FRVS shall be determined as follows: 

(a) The total amount of indexing shall be recaptured if the facility is 

sold during the first 60 months that the facility has been 

reimbursed under FRVS; 

(b) 	 For months 61 and subsequent, 1 percent of the recapture amount 

shall be forgiven per month. Two percent ofthe recapture amount 

shall be forgiven per month if thefacility had Medicaid utilization 

greater than 55 percent for a majorityof the months that the facility 

was reimbursed under FRVS; and 

3. 	 Documented costs of replacement equipment purchased subsequent to 

FRVS payments and for which additionalpayments were notmade per 

Section V.E. 1.j,shall reduce dollar-for-dollarthe amount of recapture, but 

shall not create a credit balance due tothe provider. 

returnon Equity. 

A reasonable return on equity (ROE) for capitalinvested and used inproviding 

patient care, excluding positive net workingcapital (anamount greaterthan zero), 

shall be defined for purposes of this plan as an allowable cost. This return on 

equity shall use the principles stated in Chapter 12, HCFA-PUB. 15-1 (1993) 
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except that the rateof return shall be equal to the average of the rates of interest 

on special issuesof public debt obligations issued to theFederal Hospital 

Insurance Trust Fund for eachof the months during the provider's reporting 

period or portion thereof covered underthe Medicaid Program. ROE shall be 

limited to those providers who are organizedand operated with the expectation of 

earning a profit for the owners,as distinguished from providers organized and 

operated on a non-profit basis. For facilities being reimbursed under FRVS for 

property, positive equity in capitalassets shall be removed from the owners' 

equity balance in computing ROE. A full return on equity payment shall be 

calculated on20 percent ofthe FRVS asset valuation per Section V.E. 1.e. of this 

plan and included in the FRVS rate. 

K. 	 UseAllowance. 

A use allowance on equity capital invested used in providing patient care, 

excluding positive net working capital (anamount greater than zero), shall be 

defined for purposesof the plan as an allowable cost. The use allowance shall be 

allowed for non-profit providersexcept those that areowned or operated by 

government agencies. This use allowance shall use theprinciples stated in 

Chapter 12, HCFA-PUB.15-1 (1993) established in Section J. above, but shall be 

limited to one-third of the rate given to profit-making providers. For facilities 

being reimbursed under the FRVS methodfor property costs, including 

governmentally owned or operatedfacilities, all provisions of J. above, including 

the full rateof return, shall be usedin computing the useallowance for the 

property-related equity and includedin the FRVSrate. 

L.LegalFeesandRelatedCosts. 

In order to be considered anallowable cost of a provider in the Florida Medicaid 

Program, attorneys' fees, accountants'fees, consultants' fees, experts' fees and all 

other fees or costs incurred relatedto litigation, must havebeen incurred by a 
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provider who was the successful party in thecase on all claims, issues, rights, and 

causes of action in a judicial oradministrativeproceeding. If a providerprevails 

on some but less than all claims, issues, rights, andcauses of action, the provider 

shall not be considered the successful party and all costs of the caseshall be 

unallowable. All costs incurred on appellate review are governed inthe same 

manner as costs in thelower tribunal. If, on appeal, a provider prevailson all 

claims, issues, rights and causes of action, the provider is entitled toits litigation 

costs, in both the lower tribunal and the reviewing court, related tothose claims 

issues, rights and causes of action in which aprovider is the successful party on 

appeal, as determined by a final non-appealable disposition of the casein a 

provider's favor. This provision applies to litigation between a providerand 

AHCA, relating to Medicaid audits, Medicaid cost reimbursement cases, 

including administrative rules, administrativerules affecting Medicaid policy, and 

certificate of need cases. This provision pertains only-toallowable costs for the 

recalculation of reimbursement rates and does notcreate an independent right to 

recovery of litigation costs and fees. 

IV. Standards 

A. 	 In accordance with Section 120, Florida Statutes, Administrative Procedures Act, 

this plan shall be made available for public inspection, and a public hearing,if 

requested, shall also be held so that interested members of the publicshall be 

afforded the opportunity to review and commenton the plan. 

B. 	 For purposes of establishing reimbursement ceilings, each nursing home within 

the State shall be classified into one ofsix reimbursement classes as defined in V. 

A.3 of this plan. Separate reimbursement ceilings shall be establishedfor each 

class. Separate operating and patient care reimbursement ceilings shall be 
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C. 

established for eachclass, but the property cost component shall be subject to a 

statewide reimbursement ceiling forfacilities still being reimbursed depreciation 

and interest per Section III.G. 3.-5. 

The ceilings shall be determined prospectivelyand shall be effective 

semiannually, on January 1and July 1. The most current cost reports postmarked 

or accepted by a common carrierby September 30 and March 31 and received by 

October 15 and April 15,respectively, shall be used to establish the operating and 

patient care class ceilings. Beginning withthe January 1, 1988, rate period 

additional ceilings basedon the Target Rate System shall also be imposed. 

Beginning with the July 1, 1991 rate period,additional ceilings for new providers 

shall also be imposed. The first cost report submissions for all newly-constructed 

facilities shall be used to establish the propertycost ceiling. The first cost report 

year-end of these newly-constructedfacilities shall be after October 1,1977. In 
. .  

addition, all facilities with yearends prior to that of the one hundredth facility in 

an array from most current to least currentyear end shall not be considered in 

setting the property cost ceilings. Ceilingsshall be set at a level which the State 

determines to be adequate to reimbursethe allowable and reasonable costs ofan 

economically and efficiently operated facility.The property ceiling for facilities 

being reimbursed per Section III.G.3.-5.of this plan pending transition to 

payments based on the FRVS shall bethe ceiling in effect at July 1, 1985. The 

operating and patientcare class ceilings shall be themaximum amount paid to any 

provider in that classas reimbursement for operating and patient care costs. 

Establishment of prospective class ceilings and an individual provider's 

reimbursement rate will reasonablytake into account economic conditions and 

trends during the time periods covered bythe payment rates. A provider shall be 

exempt from the operating andpatient care class ceilings and target rate ceilings if 

all of the following criteriaare satisfied: 
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All of the resident population are dually diagnosed with medical and 


psychiatric conditions. 


No less than 90 percent of the resident population suffer from at least one 


of the following: severe behavioral, emotional, or cognitive
difficulties 

resulting from their psychiatricimpairment. 

The facility provides clinically appropriate care toaddress these 

behavioral, cognitive, and emotional deficits. 

A medically approved individual treatment plan is developed and 

implemented for eachpatient. The plan comprehensively addresses the 

client's medical, psychiatric, and psychosocial needs. 

The facility complies with the licensure provisions for specialty 

psychiatric hospitals inaccordance with Rule 59A-3 FAC. 

The facility complies with HRSR 95-3 with regard to psychotropic drugs 

or establish written facility standards which meet or exceed this 

regulation. 

The facility complies with HRSM 180-1 with regard to quality assurance 

procedures or establisheswritten facility standards which meet or exceed 

this regulation. 

Beginning on or afterJanuary 1,1984, provider whose reimbursement rates are 

limited to the class ceiling foroperating and patient care costs shall have their 

reimbursement exceeded under the circumstances described below. The provider 

must demonstrate to the Agency that unique medical carerequirements exist 

which require extraordinary outlays of funds causing theprovider to exceed the 

class ceilings. Circumstanceswhich shall require such anoutlay of fundscausing 

a provider to exceed the class ceilingsas referenced above shallbe limited to: 

a) 	 Acquired Immune Deficiency Syndrome (AIDS) diagnosed patients 

requiring isolation care; 
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b) Medically fragile patientsunderage 2 1 who require skilled nursing care. 

The period of reimbursement in excess of the class ceilings shall not exceed 6 . 

months. A flat rate shall be paid for the specificpatients identified, in addition to 

the average perdiem paid to the facility. The flat rateamount for AIDS patients 

shall include the costs of incremental staffing andisolation supplies, and shall be 

trended forward each rate semester using theDRI indices used to compute the 

operating and patient care ceilings. The flat rate paymentfor Medically fragile 

patients under age 21 who require skilled nursingcare shall be the same as the flat 

rate payment for "grandfatheredin" ventilator patients,and shall be trended 

forward usingthe DM indices in the same manneras thepayment for AIDS 

patients. Patients requiringthe use ofa ventilator and relatedequipment whose 

costs were approved underthe 10/1/85 reimbursement plan shall be 

"grandfathered in"--that is,a flat rate shallbe paid for incremental staffing costs 

only. Costs of theventilator and related equipment,that is, rent, depreciation, 

interest, insurance and property taxes, shallbe paid in addition to the flat rate. No 

new ventilator patients shall be approved for paymentabove the ceilings as of the 

effective date of this plan. Ventilator patients that havetheir Medicaid eligibility 

canceled and later reinstated will no longer be "grandfatheredin." Instead, they 

are considered to be new ventilator patients. These incremental costs shall be 

included inthe cost reports submitted to AHCA, but shall not be included in the 

calculation of future prospective rates. The incremental costs of staffing and 

isolation supplies for AIDS patients, incrementalcosts of staffing for ventilator 

patients, and the cost of Medically fragile patients underage 21 who require 

skilled nursing care,shall be adjusted out based uponthe flatrate payments made 

to the facility, in lieu of separately identifyingactual costs. The cost of ventilators 

and related equipment shall be adjusted out based uponpayments made to the 
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facility, in lieu of separately identifying actual costs. Special billing procedures 

shall be obtained by the provider from the Medicaid Office of Program 

Development. The class ceilings may also be exceeded in cases where Medicaid 

patients are placed bythe Agency for Health Care Administration in hospitals or 

in non-Medicaid participating institutions on a temporary basis pending relocation 

to participatingnursing homes, for example, upon closure of a participating 

nursing home. The HCFA Regional Office shall be notified in writing at least 10 

days in advance in all situations to which this exception is to be applied, and shall 

be advisedof the rationale for the decision, the financial impact, including the 

proposed rates,and the number of facilities and patients involved. AHCA shall 

extend theclass ceiling exception for subsequent 6-month periods upon making a 

determination that a needfor the exception still exists and uponproviding the 

HCFA RegionalOffice with another advance written notification as stated above. 

D. 	 EffectiveOctober1,1985, FRVS shall beused to reimburse facilities for 

property. To prevent any facility from receiving lower reimbursement under 

FRVS than underthe former method where depreciation plus interest costs were 

used to calculate payments, there shall be a transition period in which some 

facilities shall continue to be paid depreciation plus interest until such time as 

FRVS paymentsexceed depreciation and interest payments as specified in Section 

V.E. 1.h. At that time, a facility shall begin reimbursement under the FRVS. 

Facilities entering the program after October 1, 1985 that had entered into an 

armslength (not between related parties) legally enforceable agreement for 

construction or purchase loans prior to October 1, 1985 shall be eligible for the 

hold harmlessclause per Section V.E.1.h. 

E. 	 The prospectively-determinedindividual nursing home's rate will be adjusted 

retroactively to the effective date of the affected rate under the following 

circumstances: 
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1. An error was made by AHCA in the calculation of the provider's rate. 

2. 	 A provider submits an amended cost report used to determine the rate in 

effect. An adjustment due to the submission of an amended cost report . 

shall not be grantedunless the amendedcost report shall cause a change of 

1 or more percent in the total reimbursement rate. Theprovider shall 

submit documentation supporting that the 1 percent requirement is 

satisfied. This documentation shall include a rate calculation using the 

same methodology and in a similar format as used by the Agency in 

calculating rates. The amended cost report shall be filed by the filing date 

of the subsequent cost report or the dateof the first field audit exit 

conference for the period being amendedor the date a desk audit letter is 

received by the provider for the period being amended,whichever is 

earlier. 

3. 	 Further desk or on-site audits of cost reports disclose a change in 

allowable costs in those reports. 

4. 	 The section shall not apply to the case-mix adjustment calculated in 

Section V.G. of this plan. 

F. 	 The Medicaid program shall pay a single level of payment rate for all levels of 

nursing care. This single per diem shall be basedupon each provider's allowable 

Medicaid costs divided by the Medicaid patientdays from the most recent cost 

report subject to the rate setting methodology in Section V. of this plan. 

G. 	 Reimbursement of operating and patient care costs are subject to class ceilings. 

Property costs are subject to statewide ceilings, which shall be the ceilings 

computed at July 1, 1985, for facilities being reimbursed under Section III.G.3.-5. 

of this plan. For facilities being reimbursed under FRVS,the cost per bed ceiling 

shall be per Section V.E.1 .g. of this plan. Return on equity and use allowance are 

passed through and are not subject to a ceiling. 
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H. 	 An incentive factor is available to providers whose-operating per diems are under 

the class ceiling and who haveprovided quality of careresulting in standard 

ratings on the license issued by AHCApursuant to theprovisions of Rule 59A­

4.128, F.A.C. Additional incentive is available for providers who have been 

granted superiorquality of care licensure ratings. Beginning with the July 1 ,  

1996, rate semester, incentivefactor payments will no longer be made and a 

Medicaid Adjustment Rateshall be made pursuant to Section V.F. of this plan. 

I. A low occupancy adjustment factor shall be applied to costs of certain providers. 

J. The following provisions apply to interim changes in component reimbursement 

rates, other than throughthe routine semi-annual rate setting process. 

1. 	 Requests for rate adjustments to account for increases in property-related 

costs due to capitaladditions, expansions, replacements, or repairs, or for 

allowable lease cost increasesshall not be considered in the interim 

between cost report submissions, except for the addition of new beds or if 

the costof the specified expansion, addition, replacement, allowable lease 

cost increaseor repair wouldcause a change of 1 percent or more in the 

provider's total per diem reimbursementrate. For facilities being 

reimbursed under FRVS,property-related costs shall not be considered in 

any interim rate request. Adjustments to FRVS rates for property-related 

costs shall be made onlyon January 1 and July 1 of each year per Section 

V.E. 1 .j. 

2. 	 Interimratechanges reflecting increased costs occurring as a result of 

patient care or operating changes shall be considered only if such changes 

were made to comply withexisting State or Federal rules, laws, or 

standards, andif the change in cost to the provider is at least $5000 and 

would cause a changeof 1 percent or morein the provider's current total 

per diem rate. 
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If new Stateor Federal laws, rules, regulations, licensure and 

certification requirements, or new interpretations of existing laws, 

rules, regulations, or licensure and certification requirements . 

require providers to make changes that result in increased or 

decreased patient care, operating, or capital costs, requests for 

component interim rates shall be considered for each provider 

based on the budget submitted by the provider. All providers' 

budgets submitted shall be reviewed by the Agency and shall be 

the basis for establishing reasonable cost parameters. 

In cases where new State or Federal requirements are imposed that 

affect all providers, appropriate adjustments shall be made tothe 

class ceilings to account for changes in costs caused by the new 

requirements effective as ofthe date of the new requirements or 

implementation of the new requirements, whichever is later. 

3. 	 Interim rate requests resulting from 1., and 2. above must be submitted 

within 60 days after the costs are incurred, and shall be accompanied by a 

12-month budget which reflects changes in services and costs. For 

providers being reimbursed under FRVS, interim rate adjustments due to 

capital additions or improvements shall be made per Section V.E.1 .j. An 

interim reimbursement rate, if approved, shall be established for estimated 

additional costs retroactive to the time of the change in services or the time 

the costs are incurred, but not to exceed 60 days before the date AHCA 

receives the interim rate request. The interim per diem rate shall reflect 

only the estimated additional costs, and the total reimbursement rate paid 

to the provider shall be the sum of thepreviously established prospective 

rates plus the interim rate. A discontinued service would offset the 

appropriate components of the prospective per diem rates currently in 
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effect for theprovider. Upon receipt of a valid interim rate received after 

August 31,1984, the AHCA Office of Medicaid shall determine whether 

additional information is needed from the provider and request such 

information within 30 days. Upon receipt of the complete, legible 

additional information as requested, the AHCA Office of Medicaid shall 

approve or disapprove the interim rate request within 60 days. If the 

AHCA office of Medicaid does not make such determination within the 60 

days, the interim rate request shall be deemed approved. 

4. 	 InterimRate Settlement. Overpayment as a result of the difference 

between the approved budgeted interim rate and actual costs of the 

budgeted item shall be refunded to AHCA. Underpayment as a result of 

the differencebetween the budgeted interim rate and actual costs shall be 

paid to the provider. 

5. Interimrates shall not be granted for fiscal periods that have ended. 

K. 	 The following applies to rate periods prior to July 1, 1985: In the event that a 

provider receives a newlicensure rating making him eligible or ineligible for any 

amount of incentive payments, his prospective reimbursement rate shall be 

changed to reflecthis new licensure rating and shall be effective beginning on the 

first dayof the monthafter the month in which the newlicensure rating became 

effective. For rateseffective on orafter July 1, 1985, the incentive payments 

based on licensure ratings shall be calculated according to the provisions of 

Section V.D. below. 

L. 	 Effective April 1, 1999 there will be a case-mix adjustment, which will be paid as 

an add-on tothe patient care component of theprovider’s total reimbursement 

rate. The amount of the case-mix adjustment will be calculated pursuant to 

Section V.G. of this plan. 
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M. 	 Aggregate Test Comparing Medicaid to Medicare 42 CFR447.253(b)(2)(1994) 

provides that states must assure the Health Care Financing Administration that 

"The Medicaid agency's estimated average proposed payment rate ay no more . 

in the aggregate for...long-term care facility services than the amount that...would 

be paid for the services under the Medicare principles of reimbursement." At any 

rate-setting period, if the aggregate reimbursement to be paidis higher thanwould 

be paid underMedicare reimbursement principles, the following steps shall be 

taken for thatrate semester, in order, as necessary to meet the aggregatetest: 

1. 	 The increase in property reimbursement due to indexingforFRVS shall be 

reduced until the upper limit test is met for that rate semester. The amount 

of the property reimbursement rate paid under FRVS shall be reduced, but 

not below the initial per diem the provider received under FRVS. This per 

diem is inclusive of all components of FRVS, including property, return 

on equity, taxes and insurance. 

2. 	 Any incentive payments or other payments thatexceed the projectedcost 

rate shall be reduced on a pro rata basis until Medicaid aggregate 

payments are equal to or lessthan the amount that would be paid for 

services under the Medicare reimbursement principles. 

3. 	 If provisions 1 and 2 are implemented in order to meet the upper limit test, 

for a period of 1 year, this plan shall be reanalyzed andformally amended 

to conform to the necessary program cost limits. 

N. 	 Payments made under this plan are subject to retroactive adjustment if approval of 

this plan or any part of this plan is not received from the federal Health Care 

Financing Administration (HCFA). The retroactive adjustments made shall 

reflect only the federal financial participation portions of payments due to 

elements of this plan not authorized by HCFA. 

V. Method 
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This section defines the methodologies to be used by the Florida Medicaid program in 

establishing reimbursement ceilings and individual nursing home reimbursement rates. 

A. Ceilings. 

1. 	 Ceilings shall be determined prospectively and shall be effective semi­

annually on January 1 and July 1. The mostcurrent acceptable cost reports 

postmarked or accepted by a commoncarrier by September30 or March 31 

and received by October 15 or April 15, respectively, of each year andthe 

provider's most recent reimbursementrates shall be used toestablish the 

operating and patient care ceilings. More current cost reportsshall be used 

to establish rates if production time permits. The first cost report 

submissions for all newly-constructed facilities shall be used to establish 

the property cost ceiling. The first cost report year-end for these newly­

constructed facilities must be after October 1,1977. In addition, all 

facilities with year-ends prior to thatof the one hundredth facility inan 

array from most current to least currentyear end shallnot be considered in 

setting the property cost ceiling. The ceiling for property computed here 

shall be used for allfacilities not yet being reimbursed under FRVS.The 

ceiling computed at July 1, 1985 shall be used beginning withJuly 1, 1985 

rates, and all subsequent rates for facilities until they beginreceiving 

reimbursement under FRVS. For those facilities being reimbursed under 

FRVS, the cost per bed ceiling per Section V.E. 1.g. of this plan shall be 

used. 

2. 	 For the purpose of establishing reimbursement limits foroperatingand 

patient care costs, four classes based on geographic location andfacility 

size were developed. These classes are as follows: 

a. Size 1-100 beds - NorthernFlorida Counties 

b. Size 101-500 beds-NorthernFlorida Counties 
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C. Size 1-100 beds - Southern Florida Counties 

d. Size 101-500 beds- Southern Florida Counties 


For purposes of defining the four reimbursement classes, the "Southern . 


Florida Counties"shall be comprised of: 


Broward Hardee Monroe 

Charlotte Hendry Okeechobee 

Collier Highlands Palm Beach 

Dade Indian River Polk 

Desoto Lee St. Lucie 

Glades Martin Sarasota 


All remaining FloridaCounties shall be "Northern Florida Counties." 


3. 	 As of July 1, 1994, two additional reimbursement classes shall be defined 

as follows: 

a.Size 3 -100 beds - Central Florida Counties 

b. Size 101-500 beds - Central Florida Counties 

The "Central FloridaCounties: shall be comprised of: 

Brevard Manatee Pinellas 
Hardee Orange Polk 
Highlands Osceola Seminole 
Hillsborough Pasco 

The "NorthernFlorida Counties" and "Southern Florida Counties" shall be 

comprised of the counties enumerated in Section V.A.2. less the "Central 

Florida Counties"as defined above. 

4. 	 Nursing homes participating in the Medicaid program as of July 1, 1994, 

and located in Hardee, Highlands, or Polk County, shall be "grand­

fathered in," and shall be considered as members of the "Southern Florida 

Counties" class,until such time that the "Central Florida Counties'' class 

reimbursement ceilings for the operating cost and patient care cost 

components equalor exceed the corresponding July 1, 1994, "Southern 

-34 - 



